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The United States Telecom Association (USTA)! hereby submits its comments on

the Federal-State Joint Board on Universal Service Recommended Decision2 for phasing

down the interim hold-harmless provision of the universal service support mechanism for

non-rural carriers. These comments are tiled in response to the Commission's Public

Notice in the above-captioned proceeding'

I TIle United States Telecom Association, formerly the United States Telephone Association, is
the nation' s oldest trade org3Jlization for the local exchange carrier industry. USTA represents more than
12()() telecommunications companies worldwide that prmide a full arra~ of Yoice, data and video services
O\er wireline and wireless net\rorks. USTA members support the concept of uniyersal service and are
leaders in the deployment of adY,Ulced telecommunications capabilities to American and international
markets.

: Federal-State Joint jJoard on Universal Service, CC Docket No. '.16-'+5, Recommended Decision.
FCC ()()J-L released June ]0.2000 (Recommended Decision).

j Common Carrier Bureau Seeks Comment on Federal-State Joint Board on Universal SenJice
Re( olJlmendationsjor Phasing Down Interim Hold-Harmless ProViSIlJl1, Public Notice. DA 00-1536,
released Jul~' I L 20()() (Notice).



In comments
4

and reply comments5 filed before the Joint Board issued its

Recommended Decision, USTA urged the Joint Board to recommend to the Commission

that the hold-harmless provision for non-rural carriers be continued until a complete

calculation of the cost of universal service is accomplished, so the potential for rate shock

is eliminated and the states have had sufficient time to implement adequate intrastate

ul1lversal service funding. Specifically, USTA advocated that the Joint Board and the

Commission take all necessary steps to assure that hold-harmless high cost support for

non-rural carriers continues until it is no longer needed to keep local rates affordable,

since the current level of hold-harmless high cost support to non-rural carriers is being

used for that purpose. USTA also advocated that Long Term Support (LTS) for non-rural

carriers be retained until the Commission comprehensively addresses this program.

In addition. since the Commission's fonvard-looking economic cost model6 only

seeks to assure comparability in rates among states, USTA pointed out that the states

must identify the costs of providing local service within their borders and the different

sources of implicit subsidies that recover those costs. Many of the states have not

implemented intrastate universal service mechanisms pending completion of the new

federal universal sen'ice plan, but will need to develop such universal service plans to

ensure that the federal plan does not result in rate shock or residential rates that are not

comparable between carriers within the state. Until that occurs, USTA concluded that the

current levels of support must be maintained through the federal hold-harmless provision.

.. Commcnts of thc UlUted States Telecom Association. filcd December 1. 2000.

, Reply Comments of thc United States Telecom Association. filed Deccmber 15. 2000.

" Smce the Eighth Circuit recentl)' V3caled and rcmanded tlle Commission' s TELRlC pricing rules
ill /'.'Ill {/if, Hd \'. F( ·C. No 'J()-332 I (8 U1 Cif. filcd July 18. 2()()()). satisfactory rcsolution oftlJC pricing
Issues is cxtrcmely crItical beforc hold-harmless support for non-rural carners IS finaJl)' determined.
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Since rural carriers will continue to receive federal high cost universal service

support through the existing mechanism until at least January 1. 2001. the states will have

difficulty in determining the availability of funds and therein developing intrastate plans.

In its Recommended Decision, the Joint Board advocated that LTS be maintained

under the current scheme until the Commission considers appropriate reforms for the

LTS program in connection with the pending proceedings for high-cost reform for rural

carriers and/or interstate access charge reform for rate-of-return carriers. The Joint Board

also recommended that the balance of interim hold-harmless support. excluding LTS, be

phased down by utilizing $100 reductions in average monthly, per-line support,

beginnmg January I, 2001 Finally. the Joint Board recommended against phasing down

any intenm hold-harmless support that is transferred to a rural carrier when it acquires

exchanges from a non-rural carrier

The Recommended Decision is based on concerns over sudden adverse impacts on

customers, both rural and non-rural, and carriers, and the need for a nondisruptive

transition. The Joint Board recommendations are based on achieving those objectives.

The\' are generally consistent with USTA' s comments. Therefore, USTA generally
-' '- -' ....... '"

supports the Recommended DecisioJl and urges the CommIssion to adopt the

recommendations contained therein.

In conclusion USTA urges the Commission to continue the hold-harmless. ~

provision for non-rural carriers until the L.ong Term Support mechanism is addressed, the



rural universal service plan is adopted, and the states have had sufficient time to

implement adequate intrastate universal service funding.

Respectfully submitted.
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